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INTERESTING ... 


to the discriminating investor is the 
news that restrictions on investment in the Abbey 
Road Building Society can now be relaxed. The 
Society’s policy of financing only the best type 


of mortgage business has been so successful that the 


following wider opportunities are now available :— 


@ Sums up to £1,000 can be invested in 
share accounts where the yield is 34% net 
and free of liability to Income Tax. 


@ Sums up to £5,000 can be invested upon 
Deposit (at three months’ notice) to bear 
the yield of 22% net. 


@ No investor in the Abbey Road Building 
Society has ever lost a penny of his capital— 
a £1 at the Abbey Road is always worth 20/- 


plus accrued interest. 


ABBEY ROAD 


LONDON’S LARGEST BUILDING SOCIETY 


Assets £52,000,000 Reserves £2,650,000 
Applications and enquiries to be addressed to the Managing Director 
ABBEY ROAD BUILDING SOCIETY 
Abbey House, Baker Street, London, N.W.1 
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I mpregnable Financial Stren eth 


OF GREAT BRITISH BUILDING SOCIETY 


Year by year, million by million, the assets of the Woolwich Equitable 
Building Society increase. These assets are secured on land and house 
property in all parts of Great Britain. In addition to such widespread 
security over £3,500,000 is held in ready cash and Trustee securities. 

To-day, with assets amounting to the record figure of more than 
£40,000,000 and reserves and undivided profits exceeding £1,800,000, the 
stability and financial strength of the Woolwich Equitable Building 
Society are assured for years ahead. 


TOTAL ASSETS OF THE SOCIETY :— 
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Progress and Problems 


DurING the past twelve months the building society move- 
ment has been confronted with more than its due quota 
of problems. Some of these have been of a general char- 
acter, common to all financial institutions in a year of 
recurrent political crisis. But even these influences have 
struck the building societies with peculiar effect, firstly 
because they borrow short and lend long, and secondly 
because their mortgage in- 
vestments are subject, like all 
property, to the incidence of 
war risks. There has been 
evidence of concern on these 
points in an accentuated, 
though only slightly accen- 
tuated, removal of funds on 
the part of some share- 
holders and depositors from 
the societies. And if the war 
risks factor did not exert a 
noticeable effect upon the 
volume of new advance busi- 
ness last year, there is no lack 
of indication that it is now 
having more marked conse- 
quences. 

These problems would be 
sufficient fully to occupy the 
deliberations of building 
society leaders. But the year has also included a cause 
célebre and the introduction of two Bills in Parliament 
affecting building socicties. The case of Bradford Third 
Equitable Benefit Building Society versus Borders was dis- 
cussed at length in The Economist of February 18, 1939. 
But one of the questions which it raised—the responsi- 
bility of building societies for building standards of pro- 
perty on which advances had been made—had already 
given rise to rumblings of discontent in certain areas. The 

Mortgage strike” is a new, and unwelcome, feature of 
a difficult year. Mr Justice Bennett’s decision in the case 
Provided an indirect confirmation that the taking of 
collateral security in connection with mortgages based on 
adequate security of property was proper, but the matter 
was clearly so important that the issue had to be put 
A yond all doubt. That is one of the principal objects of 
the Government’s Bill, which is now in its concluding 
Committee stages. The Bill also attempts to make provi- 
Sion for safeguarding the mortgagor in respect of the 
quality of the property which he has , and an 
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the quality of houses on which they advanced funds. 

These matters, and others scarcely less important, form 
the subject-matter of the present survey of the building 
society movement. It is the third in a series—earlier issues 
were published on April 11, 1936, and April 23, 1938— 
which has devoted special attention to current building 
society problems, and has attempted to throw new statisti- 
cal light on the development 
of the movement’s finances 
and business. Some of the 
methods of calculation em- 
ployed on later pages are 
unique, and there is much 
material in the summary 
table relating to the financial 
development of 108 leading 
societies since 1925 which is 
new, and which, unfortun- 
ately, cannot be adequately 
examined in a survey of 
the present length. For 
students of building society 
affairs its usefulness will be 
none the less apparent. 

Amid these difficulties, how- 
ever, the movement has once 
again proved its capacity for 
uninterrupted growth. To 
have achieved an increase in mortgage advances in so diffi- 
cult a year as 1938 is itself a testimony to its energies. 
The official figures relating to the growth of total assets, 
mortgage assets, shares and deposits, are charted above, 
and set out in detail in the following table, together with 
the record of mortgage advances since 1929: — 
__& millions) 
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1929 cee... | 1,026 312-7 | 268-1 | 250-2 38-9 | 74:7 
1930 ......... 1,026 371-2 | 316-3 | 302°8 44-6 | 88-8 
ge eety | 1,013 419-2 360-2 341-8 50-4 | 90-3 
1932 ......... 1014 | 469-3 | 388-4 | 380-9 61-5 | 82-1 
gare 1,013 501-1 | 423-5 | 395-5 75-5 103-2 
934 coececce "007, —«| «4555-6 | 476°2 | 424-3 97-3 | 124-6 
ac acee 999 | 602-0 | 529-7 | 447-2 | 114-8 | 130-9 
ae | 985 | 656-2 | 586-6 | 480-7 | 128-4 | 140-3 
OOD iccdiciic 977 | 710-4 | 636-4 | 517-5 | 143-3 | 136-9 
ac | g71 758-9 | 686:8 | 548:3 | 155-7 | 137-0 





These are striking figures, financially. But they are more: 
they are a document of social progress and economic 
impetus. After a period of extremely rapid develop- 
ment a breathing space may afford the movement an 
opportunity for self-examination. It would emerge honour- 
ably from the test, but perhaps strengthened in its purpose 
to serve the community—and particularly the small saver 
and property purchaser—with even greater zeal than in 
the past. 
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4 [Societies] 


The Building 


Now that the Government's Building Societies (No. 2) Bill 
has nearly concluded its committee stages, it 1s possible to 
appraise its broad effect. Its title derives from the fact that 
it was preceded by Miss Ellen Wilkinson’s Bill, which 
obtained a first reading but was automatically suspended by 
the introduction of the Government’s measure. This Bill 
has its origin in certain issues raised in the case of Brad- 
ford Third Equitable Benefit Building Society o. Borders, 
in which the defendant questioned the right of the plaintiff 
society to take collateral security for a mortgage advance, 
and also challenged the legality of what are known as 
“ pool ” agreements between building societies and builder- 
vendors of mortgaged property. x ‘ 

Although Mr Justice Bennett (whose decision was dis- 
cussed in The Economist of February 18, 1939) found it 
unnecessary to do more than express an opinion, without 
pronouncing judgment, that such transactions were not 
ultra vires, the issue was of such paramount importance to 
building societies, since it affected thousands of mortgage 
contracts in all parts of the country, that the Government 
decided to place the question beyond doubt by giving 
statutory sanction, retrospective and future, to collateral 
and pool business. 

The main purpose of the Bill—to validate by statute the 
taking of collateral security, and pool arrangements—had 
the assent of all parties, who recognised that these practices 
had materially assisted the acquisition of homes by persons 
of moderate means. But this authorisation was subject to 
conditions giving rise to strong opposition. A sub-section 
restricting the basic loan under a pool arrangement to 
75 per cent. and the additional (collateral) security to 20 
per cent. of the purchase price for which an advance is 
made was contested, and an increase of the basic limit to 
80 per cent. was urged. The lower figure has been adopted, 
however, on the ground that less responsible societies might 
endeavour to secure business by offering a basic advance 
exceeding that which more prudent societies would be 
prepared to allow. 

Clause 4, however, has perhaps attracted the greatest 
controversy. It provides that : — 


Where a society makes to any person an advance for the 
purpose of its being used in defraying the purchase price 
of freehold or leasehold estate, the society shall be deemed 


to warrant to such person that the purchase price is 
reasonable. 


Then follows an apparently conflicting proviso: — 
Unless, before any contract requiring such person to 
repay the advance is entered into, the society gives to such 
person a notice in writing stating that the making of the 
advance implies no such warranty. 

_On publication of the Bill, the Government had imme- 
diately been notified of the uncompromising opposition of 
building societies to this clause, which, in their view, placed 
upon them an unjustifiable responsibility, having regard to 
their position as mortgagees. They realised that the proviso 
afforded the means of evading the responsibility implied by 
the opening sentence, but they objected in principle that a 
lending institution should be held liable in any circum- 
stances for matters regarding which builders and vendors 
must ultimately carry the responsibility. And because 
the right to contract out was given, Miss Wilkinson and 
other members were equally opposed to the clause, on the 
ground that the apparent protection given to the borrower 
with one hand was withdrawn with the other. 

And yet, by reason of its contracting-out proviso, the 
clause may be regarded as a protection to the borrower, 
by those who have complained that the borrower has 
been misled by the belief that, if a building society is pre- 
pared to lend, say, up to 80 per cent. of the purchase price 
of his house, it must be worth the money. If societies 
avail themselves of the contracting-out clause—as they 
naturally will—the borrower will know that the build- 
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Societies Bill 


ing society valuation on which the mortgage advance wa; 
based is no necessary indication of the “ reasonableness” 
of the price he is paying for the property. Moreover, he 
is further safeguarded in this respect by another claus: 
which provides that the character and amount of any 
collateral security which is taken shall be disclosed to the 
borrower before the mortgage contract is executed. 

Miss Wilkinson sought to substitute for this warranty 
clause an amendment requiring building societies to give to 
mortgage borrowers an unqualified guarantee that the 
premises were erected and completed in an efficient and 
workmanlike manner, of good and substantial materials, 
and in compliance with the byelaws of the local authori- 
ties; and that the premises were, at the date of the advance, 
in all respects reasonably fit for human habitation. Her 
contention was that building societies’ arrangements with 
builders are such that they could not avoid some measure 
of responsibility for work and materials which are later 
found to be inferior. The impossibility of obtaining the 
required data when societies have had no opportunity of 
inspecting a house during its construction—and many 
applications for mortgages relate to houses completed and 
actually in the occupation of borrowers—proved fatal to 
this proposal. Hence the warranty clause, with its contract- 
ing-out proviso, stands part of the Bill. 

The clause leaves untouched those other institutions and 

te bodies—insurance companies, friendly societies 
and banks, and also private individuals—which engage in 
mortgage business, and an amendment to bring these, or 
some of them, within the provisions of the clause, was ruled 
out of order. 

Clause 4 also makes it a penal offence for any per- 
son, or his agent, who, having a financial interest in the 
disposition of property, represents to an intending mort- 
gagor (whether with fraudulent intent or not) that the 
making of an advance by a society implies assurance that 
the property is sufficient security for the loan. This drastic 
provision, while intended to safeguard mortgagors from 
unscrupulous advisers, was contested by an amendment 
designed to safeguard persons acting honourably and 
reasonably, and to penalise only the making of statements 
known to be false or deceptive, or the concealment of 
material facts. This amendment was negatived, but the 
Solicitor-General has promised consideration of the posi- 
tion of unauthorised persons who might make representa- 
tions of this character. On this understanding the clause 
was added to the Bill, but only by the casting vote of the 
chairman, 

Despite its implications, no society, careful of its reputa- 
tion and its interests as mortgagee, can object to Clause 5, 
which imposes upon directors the duty of taking care (0 
ensure that in selling property which has fallen into 
possession “ the price at which it is sold is the best that 
can reasonably be obtained.” It links with another clause, 
in which directors and officers are warned against derelic- 
tion of duty or trust, and is ap tly intended to guard 
against the possibility of collusion between mortgagees (38 
vendors) and buyers, or the operation of a ring of specu- 
lators who depute only one of their number to buy property 
and then, when it is re-sold at an enhanced price, divide the 
profit. There are, however, certain objections to a sugg¢s- 
tion that details of such foreclosures and sales, with, pos- 
sibly, the names of defaulters, should be open to public 
inspection, It will probably rest with the Chief Registrar t0 
Persea what details of all such transactions shall be sent 
to ; 

Because of its bearing on a very general business practice 
by building societies, Clause 6 required clearer definition 
from the outset. It prohibits the offer or payment oA 
society, or by its officers or agents, of commission for the 
introduction of mortgage business to “ any person ” having 


a financial interest in the disposition of property which is 
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biect of a mortgage advance. Many societies—notably 
- hae ones—are largely dependent for mortgage busi- 
ess upon introductions by solicitors, surveyors, and estate 
7 commission agents, to whom fees are paid for their 
services. Such societies would resent the prohibition of 
what they regard as legitimate business, and that resent- 
ment is shared by members of the professions concerned. 
On the other hand, certain societi ally those that 
cannot afford to pay commissions—might have welcomed 
the removal of a form of competition which they are unable 
10 meet. By a Government amendment, however, the ban 
upon the offer of commission will not apply in relation to 
payments made to an agent “engaged or retained by a 
society in the ordinary course of its business.” The im- 
portance of the clause turns upon interpretation of the 
expression “any person having a financial interest” in 
property offered in mortgage. 

Clause 7 places upon every director or member of a 
society's committee of management the duty of seeing that 
the security taken in respect of an advance shall be assessed 
by a competent, experienced and prudent person in order to 
ensure its adequacy. The clause raises the question of valua- 
tion in its general aspect. A society’s first consideration, in 
surveying property offered in mortgage, is—or should be— 
to ensure a margin of security for the protection of investors 
whose money is being used for the loan. There is no arbi- 
trary method by which this calculation is made. Some 
societies have staff surveyors; others depend on the advice 
of practical members of their directorates and may call in 
expert professional opinion for large advances. Others, 
again, engage valuers in particular districts, where know- 
ledge of local housing conditions may seem essential. There 
is nothing in the clause to prohibit any of these methods of 
valuation, and it appears to be rather in the nature of a 
reminder to directors that their duties in this respect must 
be taken seriously. This is emphasised by a provision in 
clause 8, which imposes liability upon directors and officers 
of societies in respect of any negligence, default, breach 
of duty or breach of trust of which they may be guilty. 

An amendment to Clause 7 was carried, however, against 
the Government’s advice, which would require a society 
which proposed to make an advance to report in writing 
to the intending borrower, specifying whether the house 
was in a good and tenantable state of repair, whether or 
not the quality is reasonable (in relation to the purchase 
Price) and whether or not the house was constructed in 
compliance with local by-laws. 

The question whether any report regarding the quality 
of a property should-be given to a borrower, and at what 
stage, has, in fact, occupied much of the Committee’s 
time. A Government amendment to Clause 7 may be 
regarded as the reply to the amendment just described, 
although at the moment it stands part of the Bill. Under 
the later amendment a borrower could obtain a copy of 
the building society’s record showing the amount at which 
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the property was assessed, the person who made the assess- 
ment, and particulars of any additional security taken by 
the Society. In other words, the information would not, 
under this clause, be available to an intending borrower 
but only ex post facto to persons who had already borrowed. 


On Tuesday this week the Minister of Health moved a 


new clause, intended to reconcile the general view of the 
Committee that something should be done to safeguard 
building standards with the building societies’ contention 
that this responsibility rests primarily upon the building 
industry. A system of house certification is contemplated 
under the new clause, which empowers the Minister of 
Health to approve “ certain bodies ” whose objects include 
the improvement of building standards. Such bodies would 
regularly inspect houses during erection and would issue 
certificates stating that the standard of building was in 
accordance with their standard specifications, which them- 
selves would have to be approved by the Minister. Proper 
arrangements would also be required to indemnify pur- 


chasers against any loss if the building did not conform to 
the certified standard. 

The first object of the clause, therefore, is to encourage 
intending house-purchasers to require certification, 
although until a sufficient demand for such facilities is 
encouraged the setting up of approved bodies may prove 
a somewhat lengthy process. The second object is to put 
the building industry on its mettle. These objects are 
encouraged by special facilities which the building societies 
will be able to give, under the clause, for advance business 
under “continuing arrangements” concerned only with 
certified houses. The release limit for collateral security 
would be raised from 663 per cent. to 70 per cent., and 
the maximum term of years from 20 to 23. Such conces- 
sions would probably make for a material, though not 
excessive, reduction in the borrower’s weekly repayments. 

The schedule of the Bill prescribes as authorised classes 
of security which may be taken as collateral (1) a charge 
upon a life insurance policy, not exceeding its surrender 
value; (2) a guarantee by an insurance company; (3) a 
guarantee by a public authority; (4) a deposit of money 
with a lending society, or lodgment under lien of trustee 
investment stocks; (5) a personal guarantee by a third party 
—say, a father for a son—supported by tangible security; 
and (6) any other form of guarantee backed by tangible 
security. These forms of additional security are, in fact, in 
accord with general practice. 

As this survey goes to press, the Bill is still under con- 
sideration by the committee. Its examination, clause by 
clause, has been marked by a good deal of contentious, 
though not obstructive, criticism. Building societies will 
have a measure which, while still open to objection on 
certain points of principle, confirms their position in vital 
matters of practice, affords some protection to mortgage 
borrowers, and in no respect impairs the confidence of share- 
holders and depositors in the security of their investments. 


Building Societies and War Risks 


(By a Correspondent) 


MopERN, warfare is no respecter of persons or property. 
l¢ raiding aeroplane, if recent experience in Europe and 
Asia can be taken as a guide, makes little discrimination 
tween military and non-military objectives, and under 
pomene day conditions of warfare ordinary dwelling- 
Ouses are exposed to danger from enemy attack. Since 
these constitute the physical security for almost the whole 
of the building societies’ mortgage assets, the incidence of 
war risks is an important factor in contemporary building 
“ociety policy. In a substantial sense, however, this is not 
Sooten which is peculiar to building societies or one 
which can be divorced from wider considerations of national 
policy. At least, the effectiveness of the national defences, 
as a deterrent against and as a protection in an emer- 
Bency must be related to the question of possible damage. 


To this extent, the notable improvement in the country’s 
position is reassuring. Admittedly, this is mere generalisa- 
tion. But it is far from easy to advance beyond generalisa- 
tion in discussing any aspect of the problem, since the dis- 
cussion, happily, concerns a hypothetical war—a limitation 
which should be borne in mind in reading what follows. 
The building society embraces two broad and distinc- 
tive groups of individuals—namely, investors and _bor- 
rowers. How, in the first place, would the investor be likely 
to fare? In an actual emergency the first Government 
move, in regard to financial institutions, would, no doubt, 
be to enact a moratorium covering the preliminary phase, 
following the precedent of the Great War. Apart from 
this, however, building societies mostly enjoy the protection 
of at least one month’s notice before investors’ funds need 
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be repaid and the rules usually prescribe that thereafter 
withdrawals shall be met according to priority of notice; 
though it may be assumed that most societies would aim 
at meeting without delay all moderate demands for cash. 
This in itself would provide a useful breathing space. There 
would be some acceleration in withdrawals, but it may be 
doubted whether they would in the main be such as to 
require resort to very exceptional procedure. The building 
society investor, whether judged by the September crisis 
of last year or any similar test, exhibits traditional steadi- 
ness; and assuming the investor did withdraw, he would 
be faced sooner or later with the unenviable task of seek- 
ing a satisfactory alternative investment medium. It is 
hardly possible to anticipate whether, and in what degree, 
the Government might limit the freedom of action of in- 
vestors at large, but in any event the fact that building 
societies chiefly cater for the small investor would doubtless 
be given due weight. rb 

Reason might well fortify convenience, however, in in- 
ducing the investor to leave the greater part of his funds 
undisturbed. The dwelling house, reinforced by the bor- 
rower’s personal covenant, constitutes the chief security for 
the investor’s funds. At the beginning of the year the Chan- 
cellor of the Exchequer made an important statement out- 
lining the Government’s policy with regard to damage to 
property in war time. 

The Government, rightly recognising that any scheme on 
a pure insurance basis would be impracticable, has accepted 
the principle of national responsibility in this matter. In 
brief, it is proposed that compensation shall be provided 
from public funds at the conclusion of hostilities, within 
certain limits and according to the nation’s remaining re- 
sources. The building societies welcomed this announce- 
ment so far as it went, since they had urged the substance of 
this policy upon the Government during the preceding 
two years. It was recognised, however, that the Chancellor’s 
statement represented little more than a definition of prin- 
ciple, leaving much that was doubtful on questions of detail. 
These doubts have not yet been removed, though any well 
conceived attempt to do so would be widely appreciated. 
Perhaps the widely-supported motion table this week in 
Parliament that a Joint Committee of both Houses should 
be set up to report on a scheme of compensation may pro- 
duce more precise results. 

Despite the doubts on points of detail, however, the 
acceptance of the principle of national responsibility 
represents a safeguard which should not be under-rated. 
Its application to building society operations in particular 
will be obvious. But this is not to say that the security of 
the societies’ funds under emergency conditions is ex- 
clusively based on the Government’s scheme of compensa- 
tion. The larger societies, which operate on a national 
basis, enjoy the advantages which accrue from the disper- 
sal of their mortgage securities over the greater part of the 
country, while some other societies, although their securities 
are relatively concentrated, serve localities which are not 
regarded as vulnerable. Again, few societies have any 
appreciable proportion of their mortgages in the more vul- 
nerable centres of areas with large population, since the 
new house building in which they are largely interested 
tends to be on the circumference. Indeed, it is clear that 
many societies have a distinct advantage over a large 
number of industrial undertakings, whose property is often 
highly concentrated in urban centres. 

The societies’ physical security, however, is reinforced by 
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the borrowers’ | covenant; and it is the borrower 
repayments which provide the income from which inves 
tors derive their dividends and interest. In other words «. 
have reached the second) part of the inquiry. What rem 
tions might an emergency have on borrowers and their 

capacity to maintain their repayments? Although Moder 

warfare is totalitarian warfare, it is still true that on} a 

proportion of the population would be enrolled on active 

service and receiving service rewards; and in the case of 

building society borrowers the percentage involved, when 

allowance was made for age distribution, would probably 

be less than proportionate. Admittedly, many would tc 

engaged in connection with civil defence and the like, but 

it has already been announced that these would receive 

rather more than subsistence allowances. Thus large num- 

bers of borrowers would be receiving an income which 

would bear some not wholly unreasonable relationship to 

their building society commitments. In fact, under emer- 

gency conditions, family income, rather than individual 
income, would be the more relevant criterion of capacity, 
whatever may be the position normally. 

On the other hand, in suitable cases the societies could 
smooth any genuine difficulty by temporarily suspending 
capital repayments, the borrower paying interest only; in 
these circumstances, typical wage-earning households would 
often be required to pay a maximum of, say, 10s. per week. 
The Chancellor of the Exchequer has intimated that 
arrangements would be made to protect the interests of 
borrowers on active service, etc., but the precise form of 
the arrangements is not known. In some instances employers 
would doubtless supplement service pay and family allow- 
ances; and here, as elsewhere, family income, together with 
the habit of sharing accommodation which is especially 
prevalent in war time (and in which the advantages of 
newer property in outer areas would be marked) would 
assist in preventing insurmountable difficulties. 

In short, there would be an extremely wide range of bor- 
rowers with an income which, in conjunction with any 
special temporary arrangements that might be made to 
lighten the repayment burden, could be considered to safe- 
guard the societies against any substantial embarrassment in 
regard to revenue. Of the wider economic reactions of a 
war, the principal point which need be made is perhaps that 
the rise in the price level, which would be its inevitable 
corollary, would serve as a cushion so far as property values 
were concerned—a material advantage if the societies had 
in fact to exercise their mortgage powers extensively. In 
any event, most societies have considerable reserve funds 
which would stand them in good stead in an emergency. 
The borrower who sustained damage to or the destruction 
of his property would of course be eligible for compensation 
under the Government’s scheme. His obligations as a mort- 
gagor have been the subject of recommendations by the 
Lord Chancellor’s Committee on the Responsibility for the 
Repair of Premises Damaged by Hostilities, but from the 
mortgagee’s standpoint, the compensation scheme is the 
vital element. 

Despite the unknown quantities which are inseparable 
from this discussion, both the building society investor and 
borrower should under war conditions be spared major 
difficulties and embarrassments. Both may ee view 
their present position with a corresponding degree of con- 
fidence. Commeaen with the Great War has its limitations, 
but it is significant that the building society movement 
emerged virtually unscathed from that searching test. 


More Houses for Fewer People 


We have reached something like a turning point in post- 
war building history. It is not simply that the possibility 
of war has involved policies affecting the whole structure 
of risk, contract and financial accommodation upon which 
building progress has lately been erected. Nor is it because 
the threat of aerial attack involves special defence con- 
structions as well as the redistribution to some degree of 


population and businesses. These are the immediate re- 
percussions of a near-war situation. But there are longer- 
term issues, quite apart from the precariousness of peace. 


The impetus of the greatest building boom in recorded 
history has not yet died down. But the triumph marked 
by the completion this year of the four-millionth house 
built since the war has its warning as well as its welcome 
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side. Eight years ago an official estimate was made of the 
number of houses that would be needed in the next ten 
years to provide for increased population, the replace- 
ment of obsolete houses, the clearing of slums and the 
relief of overcrowding. The estimated number needed was 
already built over two years ago, and there can be little 
hope that the need to make up an actual shortage of houses 
will provide a large-scale demand for new building in 
years to come. The slack has been taken up just at the 
moment when the chief topic of debate among forward- 
looking expert observers is the impending decline in 
British population. So far, house-building activity has been 
maintained remarkably well despite authoritative forecasts 
of a falling-off, but it would be foolish to ignore the fact 
that the statistical portents point to a downward trend in 
the quantitative demand for dwelling houses. 


This is not to say that the building industry has to 
anticipate a sharp slump in the near future. There are 
many reasons for supposing that the rate of building does 
not simply depend upon the rate of increase of the popula- 
tion. Since 1934, for instance, the marriage rate has risen 
appreciably and there is, accordingly, still a growing 
number of young married couples looking for new homes. 
Moreover, the pace of building since the war has always 
been in excess of the rate of increase in the population. 
Between 1921 and 1937 the number of families in this 
country, that is the number of private households, in- 
creased by as much as one-fifth, while the population rose 
by only 8 per cent. The number of persons, it has been 
estimated, per private family was 4.17 in 1921 and 3.61 
sixteen years later.* It is this fanning out of the population 
into smaller family units that has largely accounted for the 
unprecedented building activity of the past decade or so. 
This means that the problem for the future is whether this 
thinner spreading of the population can persist when the 
increase of the population itself halts and then ceases. 


Here the problem is precisely that of industries offering 
consumers’ goods to the home market. How is it possible 
to find new types of purchaser, to tap new sources of 
demand? It is a characteristic of post-war building that it 
has fallen into two classes. There has been, on the one 
hand, the house building of private enterprise largely to 
cater for the needs of the middle and wealthy classes, and 
there has been, secondly, the subsidised building of local 
authorities to cater for working-class families. The task 
now is to bridge more securely the gap between these two 
realms of demand. 


Since the depression of the early ‘thirties there have 
indeed been evident signs that private enterprise building 
has increasingly narrowed this gulf. To-day, just under 
half of the outstanding assets of building societies are 
valued at under £500 apiece and something like two-fifths 
come into the class between £500 and £1,000. The average 
value of new mortgages has indeed changed but little in 
the last ten years, but their composition has altered. On 
the one hand, the proportion of large mortgages has in- 
creased ; on the other, the value of the smaller properties 
covered by mortgage accommodation has declined. The 
proportion of mortgage assets valued below £500 has 
steadily risen since 1932, and there can be little doubt 
that an important part of the continued boom in building 
has been due to the réle played by building societies in 
making it possible for the better-paid artisans and clerks 
to purchase their own homes. What is needed now is to 
carry this trend still further. 


The future of building, and of the activities which are 
ancillary to building, therefore, rests to a large degree upon 
the possibility of bringing still lower the minimum income 
limit at which the heads of families can buy their own 
houses. If we look at the housing estates which consist of 
subsidised dwellings we can easily see what needs must be 
satisfied if these municipal estates are to be used as feeders 
for a renewed flow of private enterprise building. There 
are the families whose wage earners have “ got on” in 
trade or industry and who want to change their subsi- 
dised dwellings for houses of their own. At present the gap 


"* “The Home Market.” 1939 Edition. London Press Exchange. 
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between what they pay now and what they would be called 
upon to pay for housing independence is too often to 
great. Secondly, there are the newly married couples who 
do not desire the three-bedroomed houses which 

7 aos : pre- 
dominate on the subsidised estates. Thirdly, there are the 
parents whose families have grown up and gone away ; 
they again want small but pleasant accommodation, and 
too often their needs are not qualitatively met by the 
municipal estatest 

The lesson is clear. What is needed now to maintain 
building activity is not so much consideration of quantity 
on the part of builders as consideration of quality. It js 
not so much the number of houses that promises to count 
as the kind of houses. The building boom of the Great 
Recovery after 1932 was due to an increase in the number 
of families separately housed rather than to the increase 
in the population. It represented a remarkable rise jp 
British housing standards. But it was a middle-class move- 
ment. It was the relatively well-off people with family 
incomes of over £5 a week who benefited. If house-building 
is to boom in the years to come it is the working class who 
must in turn be enabled to spread themselves more thinly 
over the dwellings available. The mere growth of popula- 
tion will not maintain building because the popula- 
tion is not going to grow for much longer. It is its redis- 
tribution in smaller, more comfortable, more human and 
more civilised households that can continue to keep the 
builder busy. 

To do this will mean catering for households whose chief 
wage earners bring in not £5 to £10 a week but £3 to /4. 
A typical working-class estate of subsidised houses, for 
example, shows} that last year the average weekly wages 
of the chief earners were under {3 in the case of one- 
seventh of the families ; between £3 and £4 in the case of 
two-thirds ; and over {4 for the rest. It shows that the 
weekly per capita income of families with two to four 
members was between {1 and 25s. and that the weekly 
per capita income in families with five members or more 
ran between 10s. and £1. It is into the upper and middle 
reaches of these people that private enterprise building 
must penetrate if the remarkable vigour of the past few 
years is to be retained and renewed. At the least, it is neces- 
sary to provide houses to buy oo financial accommoda- 
tion for buying) for heads of families earning something 
like £4 a week. In short, it is needful to carry still further 
the marked trend towards catering for poorer people which 
is already evident in the record of private building and 
building society finance. Cheap houses to buy, as well as 
cheap houses to let, are—with higher incomes—the order 
of to-morrow. 


It is hardly time yet for pessimism about the future of 
building. There is no reason to suppose that what has been 
done so successfully for the upper and middle classes 
since the war will not prove possible of achievement for 
some part at least of the working classes in the next decade 
or so. The prospect is clouded by the menace of war, and 
it is not rendered easier by conscription, evacuation, civil 
defence liabilities and all the obligations attaching 0 
national preparedness. It involves, too, further adjustment 
of the financial calculations of builders and building 
societies. But unless it is done building may eventually 
begin to languish. The problem is one which can scarcely 
be solved simply and solely by the higgling and haggling 
of the market. It needs a survey of the requirements still 
to be met and planning of the means to satisfy them. 
The trouble is that in both its economic and social aspects 
house-building remains no one’s conscious responsibility. 
So far, autonomous private enterprise has met many of the 
nation’s needs, If it is to continue to do so, to its own 
prosperity and to the nation’s advantage, it is as well that 
its leaders should know that this can only be accomplished 
by taking due note of the fact that the only way to success 
is by the fanning out of the working classes themsel\ ¢s 
into smaller and more comfortably housed families. 


a 


t Population Problems of New Estates.” University of 
Liverpool. 1s. 


+ “Watling.” ByRuth Durant. P. S. King. 128 pages. 78- 64. 
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Building Societies since 1925 


THERE is no way of describing the average building society, 
for the average building society does not exist. In the 
course of the past decade, the total number of societies has 
fallen from just over, to just under, one thousand. Among 
this number, the widest range is found. There is no norm 
of size, organisation or resources, such as exists among the 
banks, the railway companies, and even among industrial 
companies. The large societies are tremendously large. 
The total assets of Halifax Building Society exceed 
£128,242,000—a total of £32 millions higher than the 
consolidated assets of the Imperial Chemical Industries 
group, and equivalent to 25.2 per cent. of the total assets 
of the largest clearing bank. Abbey Road controls total 
assets of £51,948,000—a sum equivalent to the resources 
of the largest joint stock companies—and there are four 
other societies—Leeds Permanent, Woolwich Equitable, 
National, and Co-operative—with assets exceeding {£30 
millions, and six others—Leicester Permanent, Burnley, 
Bradford Third, Huddersfield, Westbourne Park, and 
Leeds Provincial—whose assets range between £10 millions 
and rather over £15 millions. These twelve societies, in 
fact, control £411.3 millions of the movement’s total assets 
of £758.9 millions. They are the outstanding large-scale, 
or “ capitalistic” units, in the movement. 

A second class might be distinguished, whose growth, 
while substantial, has been achieved in what may be 
described as “home territory.” These are not, typically, 
societies with a national multi-branch organisation. Some 
of the societies have, indeed, spread their activities to the 
London and South Coast areas in connection with large- 
scale estate development. Among this field of medium- 
sized societies it is invidious to select examples, but 
Coventry Permanent, Scottish Amicable, Brighton and 
Sussex, and Norwich are among those which show par- 
ticularly impressive growth during the past few years. 

Between this second category and the third the dividing 
line is vague. But it is safe to say that the largest hundred 
societies are sufficiently representative to enable the in- 
vestigator to ignore the remaining nine hundred without 
risking the possibility of wrong conclusions. The smaller 
societies are, for the most part, strictly local organisations 
which retain much of the philanthropic character of the 
original friendly society spirit from which the movement 
sprang in the seventies. Their management is frequently 
honorary; they hardly compete with the larger societies for 
business; but they have a very conscious independence and 
strong sentiments of local public service. 

Few of the societies of this type are to be found in our 
analysis of the financial growth of 110 of the largest build- 
ing societies, which appears on pages 14 and 15. These 
110 societies are those which, in 1934, had total assets 
exceeding £500,000. Subsequent years have changed the 
1934 order of precedence, and have also brought new 
societies above the original minimum, but since the 
sampling has scarcely been affected, we have retained the 
same group of societies for convenience of computation. 
In addition to the information regarding total assets, 
shares, deposits, mortgages, new shares and deposits, and 
mortgage advances, given in detail for each society on these 
pages, we have also extracted the fullest particulars of 
their finances and progress since 1925 to the latest year 
under no less than fifty heads, and the results are shown 
in the summary table opposite. In our building society 
survey of April 11, 1936, comparable results were avail- 
able for 98 of the 110 societies, while the survey of 
April 23, 1939, gave the record of 99 societies since 1925. 
On the present occasion, comparable figures are available 
for no less than 108 of the 110 societies. 

There can be no doubt of the adequacy of this sample. 
The total assets of the 108 societies account for no less 
than 86.7 per cent. of the total assets of the entire move- 
ment. Their mortgage advances last year represented 
84.6 per cent. of the whole, and their combined liabilities 
to shareholders and depositors 88.6 per cent. Conclusions 


based on this sample are therefore likely to hold good {o; 
the movement. 

This point is important, since a considerable part of the 
information, and the subsequent calculations based upon it 
is published in advance of the full official figures for 193¢ 
while part is not available from any other source. It should 
be mentioned that reports published for financial years up 
to March are included in the figures for the preceding 
year. Opportunity has been taken to expand the detailed 
table from 40 to 50 items this year by the inclusion of 
fuller information regarding mortgages over £5,000, pro- 
perties in possession and in arrears, investments and muni- 
cipal loans, and finally by the extraction of bank loans, 
Since certain loans are now returned separately which, 
up to 1936, were included in deposits, the latter figures 
for 1937 and 1938 have been adjusted, as far as pos- 
sible, to preserve comparability with the earlier figures, 
From 1936 it has also been impossible to distinguish re- 
payments of interest from repayments of capital for 
shares and deposits withdrawn. Finally, the analysis of 
mortgages now covers non-members’ mortgages ; in some 
earlier years a small difference between the analysis and 
the total is due to their exclusion. This large-scale inquiry 
has been greatly facilitated by the willingness of building 
societies to furnish copies of their reports and by the 
helpful co-operation of the Chief Registrar of Friendly 
Societies and his staff. This assistance is again gratefully 
acknowledged. 

The growth of building societies, once a phenomenon, 
has to-day become almost a commonplace. Yet the further 
records established last year are important, for two reasons. 
The societies had reason to fear that the sharp fall in 
private house building might affect their advance business 
considerably. Actually, the official total of morigage 
advances for the whole movement was slightly higher at 
£137,019,678, compared with £136,855,953 for 1937 and 


BALANCE SHEET TRENDS—1925-38 _ 





Relation to Total Assets 


| 1925 = 100 
| P [Mortenges Shares [Deposit Mortgages Shares | Deposit 
e y | 18 

1925... | 100 100 100 100 85°5 76°9 
1929... | 188 186 210 141 84-5 | 82:1 | 11°6 
1932... | 290 274 324 237 g1-4 | 824 | 126 
1933... | 307 300 341 294 a3-8 | 822 | 148 
1934... | 341 337 355 | 388 | 844 | 770 | IO4 
1935... | 367 374 371 463 87°3 74-7 | 194 
1936... | 400 416 400 520 88-6 73-6 | 200 
1937... | 432 449 429 565 88-7 73:3 | 
1938... | 462 485 464 621 89:9 742 | 
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£140,310,068 in the record year 1936. Secondly, the 
political fears in the later months of the year led to 4 
withdrawal of funds by shareholders and depositors which 
did, in fact, embarrass a certain number of socicties whose 
mortgage business has absorbed an undue amount of their 
liquid funds. But the movement again substantially in- 
creased its share and deposit liabilities during the ycat— 
from £517,484,014 to £548,262,942 for shares and from 
£143,282,723 to £155,666,822 for deposits, according 
the official returns. The reaction of these fears on new 
mortgage business and upon building society finance = 
examined in earlier articles. A third pero 
“ Borders” case—did not come prominently before t ; 
public until early this year, and although there 1s ans 
evidence that the case and the poems ey 
building society shareholders and depositors upo Ys 
it communis teat the war risks factor has been of greatct 
immediate importance in their calculations. But the © 1 
clusion from the 1938 figures is that tightness of — 
funds on the part of a limited number of societies has = 
been associated with anything approaching a = mun 
the societies as a whole. € the 
These conclusions are confirmed by the records © Ra 
108 societies whose finances have been specially eal 
in this survey. Since 1925 their total assets have incre 
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more than 44 times, from £142,439,200 to £657,936,600. 
The pace of growth for mortgage assets has been more 
rapid, for the increase from £121,660,300 to £591,118,000 
is little short of five-fold. In the table on page 10 total 
assets, Mortgage assets, shares and deposits are shown by 
index numbers based on 1925. The second part of the table 
relates mortgages, shares and deposits to total assets. 

On this showing 1938 was, statistically, a normal year. 
The growth of mortgages and shares has shown striking 
regularity during the past few years. It is only in the 
deposits index that the effect of the special efforts of the 
societies to reduce their effective interest charge, on the 
one hand, and to slacken the restrictions upon new invest- 
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ment, on the other hand, have been specially obvious in 
recent years. Deposits again increased at a striking rate 
last year—the index jumped from 565 to 621—but it was 
still in accordance with the previous trend. The tendency 
since 1929 has been for the proportion of deposits to total 
resources to increase—in that year shares represented 82.1 
per cent. of total assets and deposits 11.6 per cent. Last 
year the respective proportions were 74.2 and 20.7 per 
cent. respectively. But, in fact, the proportion of total 
assets financed by shares showed an increase against the 
trend last year. Whatever the difficulties of 1938 may have 
been for the movement, they introduced no startling 
financial problems. 
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Societies’ Finance — 1925-1938 


[Note.—THE TABLE COVERS THE OPERATIONS OF 108 LEADING SOCIETIES SINCE 1925] 
(Amounts in £7000) 


| 1925 | 1929 









Total ASSETS .....scsccccccevsccescceseess 

Due OM MOTtgages .......sceeeeeeeeeere 

Shares outstanding ..........+++sseeeeee 

Deposits outstanding ........-...s++++ 21,905-6| 30,896-9) 51,814-7| 64,504-2 

New shares subscribed .............++ 30,574-0| 57,034-5) 64,785-7 

New Genoese cevcs.cevecisiesescocsevess 11,151-1| 12,934-4| 24,276-4 

New mortgage advanceS............... 43,191-3) 65,706-6| 69,473-9 

Advances up to £1,000 ............++ bes om den 

Advances over £1,000  ........0eese: 

No. of new mo i. aesteeanahinels N.A 120,205; 132,706 
Ditto up to £1,000 ............... N.A mt Fue 
Ditto over £1,000................5+ N.A 

Shares withdrawn ...........0..eese08 15,551-9| 29,729-3} 38,415-2 

Deposits withdrawn ...............-++ 9,003-8} 14,376-3) 15,254-6 

Mortgages repaid (inc. interest) ... | 25,996-4/ 41,642-0) 64,273-0 

Interest on shares ..........c0eceeesees 4,453-1) 9,210-6| 14,497-9 

Interest on deposits ..........s..s00+: 758-9} 1,180-3) 1,732:8 

Interest on mortgages................-. 6,170-7| 12,033-9} 18,982-2 


Analysis of outstanding mortgages : 


1932 | 1933 


142,439 - 2| 267,876 -5| 412,608 - 4| 437,688 -0| 485,224-0| 522,698 - 1| 570,050-2| 615,633-0| 657,936 -6 
121,660 -3| 226,137 -4| 334,465 - 2| 365,089 -6| 410,137-3| 456,154- 1| 505,964 -2| 546,895 -2| 591,118-0 


Under £500— 
Amount abc ieeanieitnele caida uals 56,548 -5) 100,412 -4) 136,251 -7 
Benen ntti ek reheat ase 183,285} 378,737| 497,151 
£500-£ 1,000— 
Aanatint  idicletita HisicRiiide 36,810-4| 81,045-1| 142,096-1 
1D, sdiuidesdbbiandnal tis vecucks 59,699| 121,393| 213,781 
£ 1,000-£3,000— 
DOROUIEE | cremate ictal ices 16,771-4; 28,314-5| 37,534-8 
WOU, sccssadinusiucmitabinabiaceauieks 11,57. 20,728 27,673 
£3,000-£5,000— 
ROE li eg i iia 3,861:9| 5,362-0) 6,736-0 
No. Coceesececescdeeeesoccecesessccce 1,029 1,410 1,786 
Over £5,000— 
OR ok ii icin 6,450-8) 8,458-1) 10,409-7 
ON: abiaiato ghee dha aeh baebe dave cbs 688 806 984 
Original valuation ............... : sas 
Amount Advanced ............... 
Props. 12 months in possession :— 
Original advances ............000005 35-7 60-4 250-6 
Debt when possession taken ...... 55 90 280 
POURS ose . . 
No. of ORs sncnecccsbenacccces . 
Props. 12 months in arrear :— 
ge I ie Niditinns soaviarssivede 46-2 100 oe 264-2 
0. O i: . nosenseaness 104 1 345 
Original oda Oe se a sia : “ 
Total arrears .......csecesccceseceeee eee 
ae! investments ee eee 16,566-5| 31,507-6| 56,629-4 
cl county securities ...... 
S to local alae ities a a 6312-7) 19,660°0) 36,665-5 
Cr INVESTMENTS ............ecccceeee 8,253-6} 11,847-6) 19,984-1 
Cash OOOO eee reece esseeeeeseeeeeseseees 2,908 . 5 7,649 . 0 16,802 - 0 
Bank loans .........cccccecsees chee 
Total P, & L. Income ..........--++- 6,985°6| 14,275-8] 22,064-9 
TpADABEMENE EXPENSES ......e0eree0+ 761-3] 1,380-8| 1,507-5 
neome tax and N.D.C............. 240-4 531-8} 1,857-8 
of P account ......... 4,079-3| 9,354-9| 16,253-°5 
General reserve 4,686°1| 9,883-5| 13,525-5 
Reserve No. 2 ......... | 302-8] 464-1] 1153-2 
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1934 | 1935 | 1936 | 1937 | 1938 





















105,167 -7| 219,997 - 3} 340,251 -8) 359,039 -0) 374,144- 7} 390,139 -5) 419,766 -4| 451,553-4| 488,138-5 


84,938 -4/ 101,306 -3) 113,909-6) 123,765-8) 135,850-0 


35,283°3) 46,483-1) 43,395-2) 58,718-6) 65,341-9) 66,281-1 
29,210-0) 39,845-1} 41,167-4| 38,043-4 Seal 42,660 -3 


88,335 - 1) 107,964-7| 111,837-7) 119,051 -5) 115,255 -5) 115,923-3 
ons ii oes ees oan 86,798 -0 


29,125 -3 


192,247 
181,823 
10,424 


163,503} 186,423) 197,797; 211,380) 199,123) 


47,790°5) 
30,815 -8 
98,598 -4 


14,473-7| 15,398-9 
3,191 -3 
25,612 -0 


34,3848 
15,876 -3 
77,1588 


24,602 -5 
26,975 4 
88,071-5 


13,593 °8 
2,760 -9 
22,529 -7 


39,285 -1 
27,874: 1 
94,1301 


13,785 -5 
2,965 8 
23,6720 


56,689 -5 
34,172°1 
99,784-0 


31,723°1 
20,946 -3 
82,503-0 


13,548 -0 
2,097 -9 
21,230 -3 


13,415 -9 
2,006 - 1 


19,567 -7 27,521 -3 





153,591 -9) 179,094 -6) 202,195 -5 766.162 255,132 -6)| 277,044: 6 


548,238| 624,697|  691,557| 766,162) 846,859| 911,807 
155,376 3] 171,889-4| 186,828 -4 201,075 -4| 212,876-8| 222,748. 
237,164| 265,289| 290,513| 317,743 $54,362 351,161 
36,651-8| 35,756-9| 35,275-2| 36,848-7| 38,822-7| 42,223-2 
25,881| 25,343|  24,765|  25,321| 26,663) 28,688 
7,054:8| 8,092-3| 8,898-5| 10,273-7| 12,482-8] 15,831-2 
1,903} 2,307| 2,305, +--2,692| +~=«3,236) + 4,069 
11,206-8| 12,935-7| 17,557-7| 22,818-1| 27,532-3| 33,266-2 
1,013} 1,119| 1,355, 1,649| «1,988, 2,347 
ic ty 2 | 52,984-2 

37,266°1 

293-6] 318-2}  328-5| 312-7} +=. 249-0| +=. 221-0 
358 469 481 486 381 376 

a a vi fet 282-2 
264-4 

333-3} 287-5] 212-6 188-7} 219-2} 203-1 
417 305 317 282 312 319 

a <a a 206-7 

25-8 

57,961-3| 55,010-0| 52,589-4| 49,409-6| 51,605-0| 50,294-6 
505-1] 42,209-5| 39,575-9| 37,523-2/4,%210°4) ,9.111°8 
42,505°1) 42,209 > , 31,329-4| 30,057-3 
15,456-2| 12,800-5| 13,013-5| 11,886-4} 11,0652) 11,115-5 
10,766-6| 15,181-6| 10,275-1| 10,660-0} 12,148-9| 12,375-5 
2,576-8| 3,314-4 

22,700-0} 24,190-1| 25,171-0| 25,852-9| 28,079-1) 30,053-3 
2:015-9|  2,343-6| 2563-6] 2,842-6| 2,987-1|  3,237-7 
2254-2} 2,293-3| 2,259-6| 2,543-6| 3,070-7| _3,574-6 
16,058-5| 16,819-3| 17,620-7| 17,371-3| 17,783-9| 18,705-9 
15,495-0| 17,688-3| 20,875-1) 24,483-5| 27,417-2| 30,114-5 
1517-1] 1,927-2| 2,461-4| 3,024-7|  3,364-8) | 3,931-3 
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The Societies’ Funds 


IN the following section of this survey, reference is made 
to the increasingly important part which “ return money ” 
now plays in building society finance. This factor, however, 
is still less important than the level of the societies’ shares 
and deposits, for even to-day “ return money ” covers less 
than two-thirds of new mortgage business, and the societies 
have consequently to ensure an increase in their net share 
and deposit liabilities year by year. Their increased appeal 
for new money—which at first was concentrated mainly on 
deposits, but has recently been extended to shares—pro- 
vides clear proof that this is now a positive task. A few 
years ago, on the first rapid fall in interest rates, they re- 
ceived a considerable volume of “ bad money,” which might 
have been withdrawn on short notice, and could not be 
fully employed in new advance business. The result was 
that restrictions were quickly imposed on new investment, 
and interest rates were scaled down. To-day, that situa- 
tion is in process of being reversed, for reasons which are 
evident in the following table: — 


TRENDS IN INVESTMENT BUSINESS 























Average | Subscribed | Proportion Repaid Proportion 

Balance during of Average during of Average 

Outstanding Year tstanding Year Outstanding 
(g000) | (£'000) (%) | (g"000) | (%) 

SHARES— 
1925* ... 96,928 -6 29,383 8 30°3 15,072 -3 15°6 
1929* ... | 194,645-7 54,152°8 27-8 458-3 14-6 
1932* ... | 309,053-5 61,958 -2 20-0 36,742 °3 11:9 
1933... | 349,645-4 35,283 -3 10-1 384 - 9:8 
1934 ... | 366,591- 46,483-1 12:7 31,723-1 8-6 
1935... | 382,142-1 43,395 -2 11-3 24,602 -5 6-4 
1936 . |404,952-9 58,718 -6 14:5 39,285 -1 9:7 
1937 . | 435,659-9 65,341-9 15-0 47,790°5 11-0 
1938 . | 469,845-9 1 14-1 56,689 -5 12-1 
D 

1925* .. 18,793 °5 10,638 -1 56-6 8,706 - 46:3 
1929* .. 28,344-0 12,421-4 43-9 13,891-1 49-0 
1932* .. 44,607 -4 23,278 -9 52-1 14,720-2 33°0 
1933 58,159-4 29,210: 50-2 15,876 -3 27:3 
1934 74,721 -3 39,845 -1 53-3 946 28-1 
1935 93,122-3 41,167-4 44°] 26,975 -4 29°0 
1936 107,607-9 38,043 - 35-4 27,874:1 25-9 
1937 118,837 -7 38,360 -7 32-3 30,815 -8 25°9 
1938 129,807 -9 660 - 32-9 34,172-1 26-3 


* Based on sample of 98 societies. 108 societies subsequently. 


Taking the share department first, new share subscrip- 
tions for the 108 societies during 1938 amounted to 
£66,281,100, compared with £65,341,900 for 1937. The 
record of share subscriptions in recent years, however, 
needs careful interpretation. The table indicates the flood 
of “bad money” in 1932—when subscriptions totalled 
£61,958,200—and the close restriction on new subscrip- 
tions between 1933 and 1935. In 1937, however, the figures 


showed a considerable increase compared with 1936, but 
that increase has not been repeated to anything like the 
same extent in 1938. 

If we now turn to repayments of shares, the converse 
position is found. Between 1933 and 1935, repayments of 
shares fell considerably, but significant increases have since 
been recorded. Some part of these share repayments is 
associated with new mortgage business—a share account is 
frequently opened with a view to a later purchase of a 
house by the shareholder, who will then apply his savings 
towards the mortgage. But the significant fact is that, while 
new share subscriptions have been relatively stationary, at 
between 14 and 15 per cent. of the average volume of shares 
outstanding between 1936 and 1938, the proportion of re- 
payments has been rising somewhat sharply over the same 
period from 9.7 per cent. to 12.1 per cent. The net differ- 
ence between repayments and new subscriptions, expressed 
as a percentage of the average volume of shares outstand- 
ing, has declined from 4.8 per cent. to 2.0 per cent. 

On the deposits side, somewhat different considerations 
apply. This branch of building society finance has been 
greatly developed during the phase of low interest rates. 
As a prior charge, deposits carry lower interest; and by 
statute their issue is limited to an amount not exceeding 
two-thirds of the societies’ mortgage assets. That limit, 
despite the rapid increase in deposits in recent years, is 
still remote, for outstanding deposits for the 108 societies 
included in this survey, totalling £135,850,000, represent 
no more than 23 per cent. of the total amount of 
£591,118,000 due on mortgage. But although the societies 
have fostered the growth of deposits in preference to shares 
in recent years, the absolute amount of new deposits re- 
ceived has varied within the narrow range of £38 millions 
and {42.7 millions, between 1934 and 1938. And even after 
the recent encouragement of deposits net new sums received 
in this branch are still appreciably smaller than net new 
share investment. Deposit business has not replaced share 
business to any vital extent, although the movement clearly 
had the best reason to increase the proportion of deposit 
finance to its total liabilities. Deposits may carry the inci- 
dental disability of prompter repayment, in case of de- 
mand, but they are also considerably cheaper in interest 
cost. In the recent phase of low interest rates, that reduced 
charge has proved very useful in enabling the societies to 
scale down their mortgage rates, without absorbing an 
undue margin of profit. 


Estimated Interest Charges 


It is possible to obtain a fairly accurate impression of 
average interest rates paid by building societies by using 
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the device of average balances for shares and deposits, 


ing the interest charged in the societies’ 
and expr a percentage of these averages. In the follow- 
a table such calculations are shown since 1925, with the 


addition of the average rates charged to mortgagors : — 


COMPUTED INTEREST RATES 














| . 

Balances Interest Paid Computed rates 

| Avert 000"s) (£000’s) of interest (%) 

cd Mort- De- | Mort- De- |Mort- 

Shares [Denes onees stare | i gages Shs. a 

| 794 | 100,179 | 4,242 | 725 | 5,857 | 4-4] 3-9 | 5:9 
ee steas 28°44 | 1997145 | 8,786 | 1,111 | 11,492 | 4-5 | 3-9 | 5-8 
1932* 309,054 309, 1, 18,1 4:5 3: 7 5-9 
1933, |349,645 | 58,159 | 349,777 | 13,416 | 2, 19 38134156 
1934 | 366,592 | 74,721 | 388,113 2; 21,230 | 3-7| 2:8 | 5-5 
1935 | 382,142 | 93,122 | 433,146 | 13,594 | 2,761 3013-61 3:01 5-2 
9a tues | Sees [ame (tne [aeae (eae 24128123 
1937 | 435,660 | 118, 1429 . as,e12 | 3-3 | 2-7 | 4-9 


1938 — 129,808 | 569, 15,399 | 3,492 





* Based on sample of 98 societies. 108 societies subsequently. 


The average cost of share interest has fallen from approxi- 
mately 4.5 per cent. in 1932 to 3.3 per cent. in 1938. 
Some societies, in fact, pay a lower rate on their shares 
than the standard of 34 per cent. tax free. In the case of 
deposits, a comparable fall in interest from 3.7 per cent. 
to 2.7 per cent. has been recorded over the period. In this 
branch it is evident that the standard rate of 24 per cent. 
tax is sometimes exceeded. For mortgages, the average 
rate of interest showed a much later fall. It was not until 
1934, when the existence of cheap money had been fully 
confirmed, that the movement made significant reductions 
in mortgage interest, partly by a reduction in the rate on 
new business and partly by rebate of interest to existing 
borrowers. The effect of these concessions is seen in the 
fall in the average rate from 5.9 per cent. in 1932 to 5.2 
per cent. in 1935 and to 4.8 per cent. in 1938. 


The movement of interest rates is thus of particular 
concern to building societies. In the recent period of low 
interest rates the movement was able to adjust its borrow- 
ing rates more promptly than its lending rates, and thus 
had the advantage of the time lag. What would happen if, 
in the future, interest rates showed a rising tendency? 
That the symptoms of such a tendency are already 
apparent may be inferred from the removal of restrictions 
upon new share subscriptions by many societies. If, as the 
result of any general upward movement in interest rates, 
due, say, to the defence borrowing programme, the attrac- 
tions of outside investments became more competitive with 
building societies’ shares and deposits than in recent years, 
the movement would need to take prompt steps to adjust 
their borrowing rates, in order to maintain their total 
funds. By no means the whole of building society resources, 
of course, is sensitive to changes in general interest rates, 
and gilt-edged rates, in any case, must rise further before 
they become competitive with shares, although they are 
how somewhat in excess of the average gross deposit rate 
after allowance for the standard rate of income tax. 
But if these interest adjustments should be required in the 
future, mortgage rates will need similar prompt adjust- 
ment. In all cases the societies have power to effect such 
adjustment, but it may be even more difficult to maintain 
new mortgage business if borrowing rates were to show an 
appreciable rise. The problem of reconciling the claims of 
creditors and borrowers during any phase of changing 
interest rates is invariably difficult; and the societies at 
Present may well hope that any serious upward movement 
iN rates will be averted. 


The conclusion of this examination of the building 
Societies’ funds is that the growing balances in the share 
= deposit branches are the resultant of a fairly significant 
th ow and efflux of capital each year, though for part of 
la ‘ 8rowth the societies may rely on the automatic accumu- 
ig oe: of interest in share and deposit accounts. But there 
fairl Significant margin of sensitive balances which react 
flucrerr Pty to changes in interest rates and to the 
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WESTBOURNE 
PARK 


BUILDING SOCIETY 


EST. 1885 


INVESTMENT 


restriction withdrawn 


Any sum up to £5,000 will 
be accepted at 


2/, 
TAX FREE 


until further notice and in 
accordance with the rules 














Assets £14,450,000 Reserves £940,000 


WESTBOURNE 
PARK 


BUILDING SOCIETY 


WESTBOURNE HOUSE 


Westbourne Grove, London, W.2 
George E. Jeffries, F.C.I.S., General Manager 
Telephone: BAY 2440 (6 lines) 
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SocIETY 


Halifax Permanent... |18: 


Abbey Road ... 


Woolwich Equitable | 
Leeds Permanent ... 


Nathanael ......ccccsscce 


Co-operative .......+. 
Bradford Third ...... 
Huddersfield ........- 
Leicester Permanent 
Westbourne Park ... 


Burnley ........+-++++: 
Bradford Second .. 

Leeds Provincial...... 
Cheltenham and G.... 
Northampton T. & C. 


Bingley .....--.++++++ 
lemperance Perm.... 
Birmingham Inc. ... 
Portman .........00+.+s 
Leek and Moorlands 


Derbyshire .........--- 1 
Borough (Burnley) (¢) 
Newcastle Perm ...... 1 


ROCK  ....0000..ec0eseee 
Keighley and Craven 


Coventry Perm. Ecn. 
Liverpool Invest. ... 
Hastings Perm. ...... 
Nottingham ......... 
Eastern Counties ... 


Northern Counties ... 
Bristol and West® ... 
Leeds and Holbeck... 


Church of England... 
Wakefield ...........+ 
Barnsley ........-.++++ 
Cumberland Co-op.... 
Hearts of Oak......... 


Scottish Amicable ... 
Lambeth ...........-+++ 
Leek United ......... 
Principality...........- 
West Bromwich ...... 


Leicester Temp. ...... 
Isle of Thanet......... 
Bradford Perm. ...... 
Fourth City............ 
Darlington Equit. ... 


Marsden .......-..+++++ 
Brighton and Sussex 
Universal..........-++++ 
3 RR 
Wolverhampton Free 


N. W. District ...... 
Eastbourne Mutual... 
Dewsbury & W. Rid. 


Wolverhampton & Dis. 
Sheerness and G....... i 


a 


Fourth Post Office ... |1 


CREED ccscccccecsosee 


Sunderland W.M. ... 
Ipswich and Suffolk 
Hastings & E. Sussex 
Dunfermline ......... 
Redditch Benefit ... 


Hinckley & S. Leics. 


Rugby .......2..-s0000es 
Furness & S. Cumb. 


Worcester Perm. . 


+ 
Durham and Yorks... 





we ee ences eeeee 


City of Portsmouth 


Brighton & S.Co.’s... ‘1865 


Brighton &S.Co's.. 1869) 2654 212i 902i _4oeal deol sie-al aise! Sara] figal siatl ager! Sal Seal vasa] aeal 
® Absorbed the Third Bristol and Victoria 


+ Formerly Cunningham B 
(c) Operating as Borough 


(a) Includes Halifax Equitable. 


~ Date 


Established 








pas 


1925 1929 


$3122-Sa|59,394-3)108,087-5 
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2 

1,224-3] 2 

1,164-5| 1 

1,689-5| 2 

1,576-6| 2 

1,549-9| 2 

731-3) 1 
495:3 

884-2) 1 

1,091-5] 1 

1,095-5] 1 

676-4! 1 

646-6| 1 

1,407-4| 1 
559-6 

1,076-8) 1 

514-0} 1, 

1,050-1] 1, 

1,323-1] 1, 

1,394-0] 1 

1,186-1] 1, 
202-6 
167-8 

1,134-4] 1, 

1,200-7] 1) 
497-1 

1, 

1, 

1, 

1, 
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Tora. Assets 
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THE ECONOMIST 


Dvr To SHAREHOLDERS, END YEAR 


1938 1925 1929 1936 









































39,353 -2| 2,379-1) 9,437-9 '23,925-6\25,962-8 718.9'1,194-0 
40,204 -3| 4,828-3| 7,999-5|23,185-3/25,529-9] 27,9468) 937-0/3,284-6) 
36,031 -3| 2,699-4] 8,067-3/27,758-7 |29,346-5| 28,458-7| ... : 
30,278-0| 2,090-3] 7,878-8|17,563-2|18,610-6] 20,600-5| 490-1/1,037-2 
15,1971] §,864-8] 9,202-0/11,442-6|11,671-8| 11,860 -111,943-1)1,779-2 
14,705-9] 4.765-2| 8,139-1| 9,686-6/10,180-4| 10,381 -0} 733-5|1,309-5 
15,485-5| 4.284-4| 7,338-1]10,711-2/11,310-0] 11,930-8} 5-0} 21-3 
14,457-6] 2,461-5| 6,451-6|10,112-3/11,025-3) 11,948-2]) 265-9) 426- 
15,299-5} 3,381-0} 5,920-6| 9,953-2/10,049-5/ 10,282-1| 800-7) 896- 
7,807-4] 2,589-9| 4,764-2| 5,540-2| 5,595-9] 5,670-0} 951-1/1,000- 
10,054-2] 1,574-0] 2,393-1| 6,078-7) 6686-4) 7,128-4| 265-8] 335- 
7,217-2| 1,723-1] 2,714-8| 3,853-6| 4,054-0| 4,447-1| 484-0) 677- 
7,363-0| 1,753-9| 2,832-0| 4,467-0| 5,026-1) 5432-2) 425-4] 684- 
8,432-9] 1,265-5| 2,553-0| 5,253-4| 5,654-4) 6,257-9} 342-2] 428. 
6,191-4] 1,810-3| 2,958-8} 2,823-2| 2,715-5) 2,766-4) 484-8] 611- 
4,708 -3|b1,977-8|b2,850-4| 3,862-9| 3,877-4) 3,889-4] ... ea 
4,807-1] 435-5] 1,557-3] 2,811-7| 3,169-1) 3,396-6| 94-9 
6,509-8} 1,779-9| 2,551-0] 4,482°5| 4,722°7| 5,256-2) 30-3 
4,823-3| 1,182-3| 1,944-3| 3,304-9} 3,508-2) 3,733-1) ... 
5,430-2| 460-8] 1,686-1] 3,726-5| 3,958-5| 4,123-5| N.A. 

3,860 -5] 1555-6} 1,983-4] 3,271-9) 3,353-4) 3,504- aa 
4,080-3} 1514-5} 1,988-8} $,504-2| 3,551-1] 3,798-7| ... 
3,924-0] 1307-1] 2,162-9] 3,014-0) 3,145-3) 3,241-0) 162-7 
5,042-2] 695-5! 1,352-0] 3,335-7| 3,665-°8| 3,967-8) ... 
4,559°8] 211-4] 679-4] 2,666-9] 2,919-8) 2,965-6] 172-4 
4486-1] 542- 924-4) 2,451-3| 2,748-8} 3,174-8| 268-6 
2,917-3| 944-7] 1,544-5} 2,164-7] 2,150-0] 2,149-1) 75-3 
3,737-5) 1,041-3] 1,863-9} 2,711-7| 3,024-8) 3,457-6) ... 
3,455-3] 503-5] 1,213-4] 2,480-3] 2,682-2) 2,656-4) 92-2 
4,402-8] 508-0 7| 2,703-1| 2,941-9] 3,219-7] 62-5 
3,751-6] 1259-9] 1,559-5| 2,935-6] 3,301-7| 3,477-8| 74-9 
4,112-9| 268 479-2| 2,169-2| 2,442-0| 2,768-8) 205-2 
4,546-8] 848-4] 1,212-5| 2,437-2] 2,763-4| 3,053-9) 178-6 
3,578-1) 293: 980-5] 1,537-9} 1,893-6} 2,194-5) 63-4 

- 650-8} 1,266-8] 2,045-7] 2,086-1) ... 3486 
3,165-6} 947-9] 1,419-4] 1,637-4] 1,637-4| 1,617-4| 277-3 
2,958-0} 1,043-0] 1,524-8] 1,952-9] 2,098-7| 2,225-8| 265-4 
3,247°7| 904-6] 1,494-2] 1,784-6] 2,035-0} 2,221-3) 200-4 
5,119-9) 78-6} 252-4) 2,511-8| 2,800-1) 3,343-4) 91-5 
4,347-7 90 218-5] 2,945-3| 3,340-°5) 3,345-4) 49-6 
2,784-4) 1067-8] 1,480-0] 2,490-0) 2,524-9) 2,553-3) ... 

2,729°5} 894-4] 1,326-9] 1,662-5) 1,658-1] 1,752-0) 141-1 
3,767-3) 233 368-0) 2,189-0] 2,445-6] 2,886-1| 247-8 
3,547-2) 662-4) 1,295-3| 2,209-4| 2,561-1 1-2 
3,343-2) 468 860-5] 1,824-9) 2,178-8 174-2 
4,787 -5 153-4} 381-4] 2,365-0) 2,997-9 62-8 
2,561-5) 318-5) 723-6] 1,588-2) 1,748-4 287-2 
2,937-8) 704-4) 993-9] 1,781-8] 1,983-5 64:8 
2,675-2| §03-9} 678-2] 1,733-3] 1,908-5 48-1 
4,672-4 9-4 42-3] 2,560-0| 3,203-8 11-2 
2,259°2) 691-1] 809-5] 1,808-0] 1,879-6 aa 
2,368°7 205-3} §07-2| 1,604-3] 1,771-1 50-6 
2,178°6| 250-7} 654-4] 1,446-7| 1,588-2 38-9 
2,100-2) 297-6, 552-0} 1,276-3) 1,302-0 54:9 
2,566-8 70-5} 287-9) 1,291-5) 1,503-1 35-0 
1,673-2) 698-9) 814-9] 1,165-4/ 1,206-4 137-7 
1,539-2) 481-9} 713-7] 1,182-0] 1,219-0 42-7 
1,619°7) 5§82-7| 635-2] 1,341-5| 1,448-9 Les 

2,038- 260-7} 556-2) 1,119-7] 1,256-5 4) 137-6 
1,494- 367-5| 575-1) 1,152-4] 1,206-9) 1,261-4) 121-6 
1,350°3] 265-5] 553-5| 923-2) 948-4] 972-7) 94-6 
2,186- 74 136-8] 1,097-6] 1,235-8] 1,343-0] 92-5d 
1,561°5) 207-0} 513-6] 1,252-7] 1,341-6] 1,411: 1-6 
1,572- 267-2} 472-0) 1,329-7| 1,421-1] 1,487-4) ... 

1,777°9) 374-7; 709-5| 1,469-5| 1,619°5] 1,744-9) ... 

1,898- 64-3| 213-6] 1,046-0] 1,193-1] 1,277-8| 52-8 
1,696-2| 376-3] 472-9] 1,064-1] 1,154-6] 1,216- 6-7 
1,383°5) 499-8] $20-6| 1,082-9] 1,116-4] 1,147- 3-6 
1,627-8| 963-1) 477-0] 1,181-6] 1,297-2] 1,418-9] 440-0 
1,356°4) 262-6} 406-5] 1,014-1] 1,102-3) 1,173-1) |... 

1,160-4) 471-5| 588-6] 945-2) 970-9) 1,102-8) |. 

1,056-1) 159-9) 238-9] 433-8] 465-8} 512-0] 114-0 
4,212- 48-4) 92-8] 1,838-4| 2,690-4) 2,994-8) |. 

13st. 7| 103-8) 217-4) 6785] 748-6) 798-4) 1248 
193.7} 2290) S019] 717-6) 765-9 793-1] 25-7 

ane 159-5] 393-4) 742-7) 818-3) 888-0} 73-3 

006-6) 340-9] 564-1] 836-1] 862-1] 914-2) ... 

1,112-1) 347-2) $04 791-3) 843-3; 27-2 
1,259- 63-5] 179-1] 639-3} 737-2] 765-2) 26-9 

865°5) 174-9) 374 3} 571-5] 577-1] 86-2 

1,142 63-9} 305-1 836-3) 886-2) 16-4 

cae 230-5) 357-7 597-8} 609-1] 131-6 
087°7) 290-0} 370-4 751-9} 825-0) 42-9 
1,659-6} 56-8) 133-4] 1,022-3| 1,226-0] 1,333-1) 15-1 

975-9] 221-7] 383-2 753-3) 799-9) ... 

1,019-9) 478-2] 263-4 781-1} 793-1) 31-5 

864-2] 935.5] 398-2 770-3)  803- 

811-6] $33-61 500-0 724-1) 769-0 


1937 | 1938 1925 


















680-3) 159-0] 267-9 624-8 
704-8} 237-7) $729 562-8 
560-0} 362-9} 413-9 498-4 
783-4) 177-3] 280-5 704-5 
582-2} 962] 197-9 377-6 
587°5| 241-2] 337-7 514-5 
982-1 46- 127-3 481-3 
1,001-0] 124-3} 206-1 7258 
799-4) 156-7] 345-3 502-4 
792-1) =74@| 122 388-8 
516- 213-5' 332-2) 413-2! 412-1 


FINANCIAL GROWT 


1929 






































z 
$B! eke: : 
oom~ 


> Bow 
o-oo Ww 





650-2/1,201-5 









uo 


- ss 


AIDA 
ee 


=—nNwh» 


SODA SUA~iv 


s8 $2282 


oO CO BH BOBHKA ARO 


nt et ot OO 
: 

~~ 
ous 

di fa 
moO wou~ 
Nw GSS 
IEESe 


83 


gy ge: BE 

eS BS aS 
eo: 
~~. 


— ow: . 

~ BS: : 

© 85e 
~ug 


: 


oe ae 
2 &ehas Boe 
U3 AweHKske AK ORD 


=— 
aS 


eS 
oo 


1936 | 1937 | 1938 


25904 La] 49,576 6 78 028°S 82 281-7) 87 2801 G3647a/8, 000.1 94,270-8 91, 
2,604-8]17,217-4|36,129-0|37,523-1 eee 


SS 


4,038. 


8,317-5| 2 
2,169- 
3,283: 
2,233-7] 3, 


1,473-7 


4,060. 
1,691 - 
2,387: 
1 906 - 
1,392 -6 


1,788-8 
2,424: 


987-6 


857-6 


815: 
989- 


454- 
912- 


384° 


159 


238- 

24: 
192: 
415- 
165° 
153° 
236: 
196- 
251° 

86- 
185: 


33° 
210°% 
120: 
217: 
207- 
109°< 


103- 
188: 


91: 
133° 
0 


204: 
160: 
150- 
198- 

44° 


—— 


Society. 


ac 


Land and Building 


ou 


to 


wn 





woreouwuns! 


eSeorv @ & roto 


DnaAS 


~ 


ou vib 





July 1, 1939 
H OF 11 


Dug to Deposirors, Enp YEAR l 
UE oy 


} 1995 


w4 $}27654-7ai4a > 

8] 3,479-O118 pine 
3 388 $110.99). 
8] 5,599-7/10, exp 
2,898-0] 9 a5; 
18980] 9.351 


3,473-2) 6.3359 
3,253-6) 4.4453 
1,458-9} 2,396.8 
2,232-6| 3.3975 


1,506-6} 2.7897 
b1,526-0}62,3627 
657-4) 2,228 
1,705-2| 2.4208 


917-5) 1,687.5 
960-3) 1,606 
1,593-9} 2,050.5 
| 1,576-6} 2,028.7 
5} 1,389-9) 2.4968 


516-9] 1.1039 


379-3) 


860-5) 1,221.9 
967:5) 1,4872 
1,088-0) 1,9466 


652:5) 14401 
635 9} 1,1340 
1,288-7) 1,633.5 
525:7| 9550 
959-7) 14155 
| 
497°5| 1,291.4 
867-6] 116229 
5} 1,043°8) 1.40546 


5251) 


-O} 1,085-2| 1,7191 


197-2) 
164-6) 


1,069:7} 


071-1) 
4427) 


505-3) 
691-7) 
197:1) 
6(2°3} 
882-6} 
427 P 
21-6] 
678°8| 
2541] 
$236) 
397 i 
119-6) 
682:8 
3924 
584:1| 


403-9) 
532 3) 
3711 
188:3| 
267:5 


999.9| 
ave S| 
386°3 
112°5) 
159°8 


309-9) 


322°4 
248'5 
433-1 
304-7 

46-7 


243'8 
320-5 
2542 
$75°3) 
304-0 
105-6 
313-0 
89-4 
345:°3 
3649 
733 
2266 
247°3 
2568 
352-4 
278'5 
199°4 
175-9 
2486 
1798 
296°5 
256°6 
182-9 
123-0 
1622 
234°5 
386°/ 
173-4 
188:1 
284°3 
82:7 
118-0 
269°1 
180-3 
2563 


jety in 1925. 
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96-0198,276-9 105,1 77° 
226-0 44,0562 46.036 
90 $48-0.33,8441 

91,0055 34,6884 
9,652:3 30, 131-6 
21,108-9'24,006'6 27,807: 
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17392-2.12,788-7]13,330- 


13200-9)13,904°3) 14,9415 


12.2101)12,807°3| 13,749- 





19,184-6)13,666-1 
6,037°2} 6,694 
76788] 8,381-9)  9,194- 
5473-7} 5848-9) 6,261 
4155-2} 5,112: 9,926" 


64458 7,330°6]  8,095- 


§,518°9) 5,720°6| 6,023-s 


o077 


9661-3, 2,7097| 2,777°: 


4417-9) 4,336-1) 4,643: 


4,966-6| 5,508-9)  6,046-6 


3,456°7| 3,734: 3,858: 
4,351:3) 4,656-1 5,187- 
$,146-1] 3,372-4|  3,557- 
$,524-8, 3,607°5] 3,891- 
3.2469, 3,345°9) 3,621° 


ens 4106-3} 4,563- 
$6542) 4009-3) 4,215- 
3347-0, 83,6749} 4,152- 
2,141:3} 2,242-4) 2,519- 


2:920-7) $,237-0|  3,655- 





29293) 3,193-4) 3,311-% 
$,724-2) 4,043-4 4,342°5 
$,078-7| 3078-7; 3,550- 
8175-3, 3,588-4| 3,869- 
3430-4) 3,762-7} 4,224- 
2902-6) 3,130-2) 3,509- 
1,909-7! 1,976-9 sa 
2,525-2| 2688-9) 2,866- 
1,789-1] 2,297-2| 2,481 
7" 2,648°7| 2,960- 
34346) 4053-4] 4,628- 
3,753°8| 4,178-0) 4,221 
2.3091, 2,338:°9} 2,315- 
2,025-4 2200-7} 2,371- 
2,626-9) 2,873-0) 3,547+ 









2446-3} 2840-4) 3,345- 
2.5241] 2906-3] 3,216: 
8,067°6| 3,979-6| 4,525- 
1952-4) 2,192-7] 2,453- 
2,342:3| 2618-5 2.919- 
2,163-4) 2342-9) 2.555. 
2,796'3| 3,619-&  4,522- 
1,832-0) 1,936- 2,116: 
2,036-9} 2,039-8} 2.190. 
1,560°3) 1,734 2,013- 
1,692:3) 1,772 1,980- 
1845-8) 2,478 2,522 
1,044-0) 1090-7) 1,154. 
1,247-6| 1,372- 1,461- 
1,380-3} 1,475: 1,537 













1,625-6) 1,884-7] 1,983- 
1,855) 1'431-7] 1 '4g2- 
1,153-5] 1,175-9|  1'215- 
1847-1] 2014-91 2°177- 
a 1435-0] 1,466- 
1423-0) 1464-91 1.500- 
1427-0) 1'583-7| 1'720- 
1,724) 1,750-3| 1'860- 
1,2528 1411-61 1'462-6 
me 967-8 1.111: 
1,306'3'1,455-1] 1,600- 
1,000-4) ¥,091-2) 1’209. 
942-9 (089-6 
429) 994-71 10g9- 
879-8} gog- 963- 
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(4) Deposits and loans. (e) This Society united with the “ Cingue Ports” Apel, 1995 ; 1935 figures show combined totals of the two Societies. (f) Estimated. 
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Halifax Permanent. 
Abbey Road. 
Woolwich Equitable. 
Leeds Permanent. 
National. 


Co-operative. 
Bradford Third. 
Huddersfield. 
Leicester Permanent. 
Westbourne Park. 


Burnley. 

Bradford Second. 
Leeds Provincial. 
Cheltenham & G. 
Northampton T. & C. 


Bingley. 
Temperance Permanent. 
Birmingham Inc. 
Portman. 

Leek and Moorlands. 


Derbyshire. 

Borough (Burnley). 
Newcastle Perm. 
Rock. 

Keighley and Cravea. 


Coventry Perm. Econ. 
Liverpool Invest. 
Hastings Permanent. 
Nottingham. 

Eastern Counties. 


Magnet. 

Skipton. 

Northern Counties. 
Bristol and West. 
Leeds and Holbeck. 


Church of England. 
Wakefield. 
Barnsley. 


Cumberland Co-operative. 


Hearts of Oak. 


Scottish Amicable. 
Lambeth. 

Leek United. 
Principality. 

West Bromwich. 


Leicester Temp. 

Isle of Thanet. 
Bradford Permanent. 
Fourth City. 
Darlington Equitable. 


Marsden. 

Brighton and Sussex. 
Universal. 

Planet. 
Wolverhampton Free. 


N.W. District. 
Eastbourne Mutual. 


Dewsbury & W. Riding. 


Padiham. 
Grainger. 


Wolverhampton & Dist. 


Sheerness & G. 
Cheshunt. 

Fourth Post Office. 
Cheshire. 


Sunderland W. M. 
Ipswich and Suffolk. 


Hastings and E. Sussex. 


Dunfermline. 
Redditch Benefit. 


Hinckley and S. Leics. 
Rugby. 

Furness and S. Cumb. 
Waltham Abbey. 
Norwich. 


N. Staffs. 
Goldhawk. 

S. Staffs. 

Lewes Co-operative. 
Colne. 


Chelsea Permanent. 
Harrow.t 

Shern Hall. 

Worcester Permanent. 
Durham and Yorks. 


Birmingham Citizens. 


Coventry Prov.Permanent. 


Otley. 
Scarborough. 
N. Shields Permanent. 


Percy. 

Provident Perm. 
Camberwell & S. Lon. 
S. Shields Com. Perm, 
Newbury. 

Grays Co-op. 
Hinckley & Country. 
Chatham & District. 
Citizens (Brighton). 
Corporation Perm. 
Hinckley Perm. 
Standard. 

Kingston. 

Equity. 

Industrial & Prov. 


City of Portsmouth. 
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Mortgage Finance 


Tue table in the preceding section shows that the propor- 
tion of eames ments to total assets has now reached 
practically 90 per cent. From the figures given in the 
table on page 11, it is possible to draw up a consolidated 
balance sheet for the 108 societies included, which 
illustrates not merely their financial position but also 
certain financial problems. Reduced to percentages, it 
would show the following position : — 


Due to shareholders ... 74:2 Due on mortgages ...... 89-9 
Due to depositors ...... 20-7 Investments ............... 7:6 
Bank loans ...........++++ DoS | GORE ccocncecvsnssecccossnaie 1-9 
Undivided profits and Other assets ............... 0-6 

reserves, efC. ......... 
100-0 100-0 


That is the typical financial set-up of the building society 
movement. It is not, in some points, an ideal one. Cer- 
tainly, the growth of mortgage assets, both absolutely, and 
as a proportion of total assets from 81.4 per cent. in 1932 
to 89.9 per cent. last year, carries some disadvantages, par- 
ticularly for those societies whose growth has been so spec- 
tacular that they have lacked the opportunity to augment 
their liquid funds at the same rate. But the problem is not 
only one of present liquidity; it is also concerned with the 
future rate of repayment due in respect of mortgage 
advances made in recent years. The first step in its 
examination is to relate new mortgage business to repay- 
ments, as in the following table: — 


TRENDS IN MORTGAGE FINANCE 


Proportion sa, | Proportion 
Total New Repayment new ——— gross 
M g Mortgage of advances) advances to | ‘3 average repayments 
outstan advances |inc. interest} average to new 
eouacatieg outstanding | adeances 


(£000) (£°000) 000) ¢ 

1925 | 121,660-3 | 43,191-3 Sb o00-4 - - 83°) 
1929 | 226,137- 65,706-6 | 41,642-0 . eos 63-4 
1932 | 334,465-2 | 69,473-9 | 64,273-0 : age 92-5 
1933 7 88,335-1 | 77,158-8 25:2 22-0 87-4 
1934 | 410,137-3 | 107,964- 82,503 -0 27-8 21-3 76°4 
1935 yh 111,837-7 | 88,071-5 25-8 20-3 78-7 
1936 | 505,964-2 | 119,051-5 | 94,130-1 24-8 19-6 79-0 
1937 | 546,895-2 | 115,255-5 | 98,598-4 21:9 18-7 85-7 
1938 | 591,118-0 | 115,923-3 | 99,784- 20-4 17-5 86-2 


Except in 1932, when several societies adopted a 
cautious advance policy, the total of new mortgage 
advances has comfortably outstripped mortgage repay- 
ments, including interest. Last year the margin was over 
£16 millions, and in the record advance year, 1936, it 
amounted to nearly £25 millions. The expansion has been 
comfortably financed, of course, by increased shares and 
deposits. But the significant factor for the future lies in 
the prospects of advance business, and the growth of re- 
payments. Since 1932, the amount repaid, together with 
interest, on mortgage has increased from £64,273,000 to 


£99,784,000. A substantial part of any year’s 
business can thus be financed from “ serum oxeeg? 

How large is this proportion? The gross figures, includ. 
ing interest, t that repayments have increased from 
76.4 per cent. of new advances in 1934 to 86.2 per cent 
in 1938. But the repayments figures are perhaps less reveal. 
ing than they should be. Formerly, sums arising from the 
sale of properties in possession were sometimes treated 3; 
repayments. But even after the exclusion of these items 
it is also necessary to eliminate interest from the total re. 

ents, in order to isolate the amount of capital in- 
volved, which can be re-invested in new advances, The 
societies’ accounts do not rate the figures—a disadvan. 
tage, incidentally, which also applies to the gross with- 
drawal figures for shares and deposits, which also include 
substantial amounts of interest. Hence, it is necessary to 
fall back on the method of calculation first devised in the 
survey of April 23rd last year. 

Gross repayments are first expressed as a percentage of 
the average amount of mortgage assets at the beginni 
and end of the year. Next, the amount of interest charged 
on mortgages during the year (this is not the same sum, of 
course, as the amount paid by mortgagors) is expressed as 
a tage of the average amount outstanding. The 
did erence between the two rates gives the approximate 
net rate of yment of capital, excluding interest, and 
this rate can be ex as a proportion of the new 
advances. In the following table, these calculations are set 
out for the 108 societies for each year since 1933: — 


Gross AND Net REPAYMENT RATES 
(As percentage of average mortgages outstanding) 








Approximate | Net repayments 

Gross Rate — net rate of as percentage 

| tate of interest repayment of new advances 
1933 ...... 22-0 5-6 16°4 65:1 
1934 ...... 21-3 5°5 15-8 56:9 
. 20:3 5:2 15:1 58°5 
1936 ...... 19-6 4:9 14-7 59-3 
1937 ...... 18-7 4:9 13-8 63:0 
1938 ...... 17°5 4:8 12:7 62:2 





Since 1933 the approximate net rate of repayment of 
mortgage advances been consistently falling. Undue 
accuracy cannot be imputed to the figures, for the new 
advance figures are not entirely composed of purchases 
of new property, nor are all mortgages maintained until 
full term. But some lengthening of the average term of 
mortgage advances seems to have occurred over the past 
six years. The latest net repayment rate of 12.7 per cent. 
Suggests that a imately one-eighth of the mortgage 
balance is now being repaid each year. Assuming increas- 
ing repayments of capital the average actual life of mort- 








No worry about this investment 


No Capital Depreciation to fear 
No doubt about the Interest 
No Income Tax to pay 


No difficulty about withdrawal 


The current rate is 33% tax free 
Equivalent to £4. 16. 6% on a taxable investment 


THE PLANET BUILDING SOCIETY 


Founded in 1848 


Assets exceed £2,368,000 


Reserves £159,000 


Full details from the Secretary, R. J. DAY, Planet House, Finsbury Square, London, E.C.2 
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would amount to approximately 16 years, compared 


ee aii elve in 1933. Between the 
tly over tw years 

ve aerive life of mortgage advances and the term 

*y years arranged for individual advances, however, there 

may be a significant difference. 

Although the net rate of repayment, expressed as a per- 
centage of the average mortgages outstanding, has been 
declining in recent years, however, the proportion of these 
net repayments to new advance business has been steadily 
increasing. In 1934, net repayments accounted for approxi- 
mately 56.9 per cent. of the new advances of that year, 
which totalled £107,964,000; the proportion has since 

ven in the record advance year, 1936, when new 
mortgage business totalled £119,051,500 for the 108 
societies, the trend was not interrupted—until the latest 
In 1938, however, repayments, including interest, 
showed a much smaller increase than in recent years. In 
1936, the total increased by some £6 millions compared 
with 1935, and in 1937 by nearly £44 millions compared 
with the preceding year. Last year, however, repayments 
increased by no more than £1,185,600 from £98,598,400 
to £99,784,000. Clearly this was not due to any decline in 
the volume of mortgages outstanding. It may have been 
due, in part, to the gradual ‘completion of mortgages 
arranged at higher rates of interest in earlier years, and 
the consequent increase in the proportion of mortgages at 
lower interest, on which initial interest payments would 
be lower. Again, any tendency to increase the average life 
of advances would also be reflected in the repayments 


figure. 
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There is no evidence from other published figures, at 
least, that borrowers have shown any increased inability or 
unwillingness to maintain their payments. The schedules 
which set out particulars of properties in possession, and 
properties in arrears, for more than twelve months, it is 
true, are not among the most helpful features in building 
society accounts. The rapid decline in the figures during 
recent years, despite the striking increase in mortgage 
business—some of which, inevitably, must prove bad— 
sets up a presumption that the usefulness of the schedules 
is limited. And when large societies are able to show no 
entries in either schedule, that presumption widens into the 
virtual certainty that the intention of the schedules—to 
show how carefully the societies’ advance business is con- 
ducted—is being avoided. It is, of course, in the societies’ 
interest to realise any property on which total default 
has occurred as quickly as possible, and they have no wish 
to hold property as mortgagees. The fact that, in most 
Cases, properties in arrear or possession, are disposed of, 
either to eventual buyers or to interim receivers, within 
the space of twelve months means that, in effect, there is 
no clear evidence regarding the extent of default. The ex- 
tended figures showing the original advances, and arrears 
for properties in possession or arrear which have been 
computed in our summary table for the latest year are of 
little value as ancillary evidence in themselves. But over 
the next few years it is hoped that they will throw increased 
light on this aspect of building society management. The 
latest figures certainly do not go far to explain the relatively 
small increase in mortgage repayments last year. 


ee in Lending Policy 


BETWEEN the beginning of 1919 to September, 1938, some 
2,767,443 houses have been built by private enterprise in 
this country. Over the same twenty-year period the move- 
ment’s mort advances have reached a prodigious total 
of £1,440 millions, of which no less than £1,109 millions 
has been advanced since 1929. A rising standard of living 
has translated the desire for better housing accommoda- 
tion into effective demand; the development of the outer 
London area—and outer urban areas generally—as centres 
of light manufacture has added to this demand; the former 
resident of the inner suburbs has moved outwards in a 
search for fresher air for his children, a garden for his 
leisure, and a garage for his car. These factors have been 
accompanied by two others—a period of low interest rates, 
and the development of new methods of mortgage finance 
involving the use of collateral security. Of these, the 
builders’ pool has certainly been outstanding. 

The volume of new mortgage business which has resulted 
from these trends since 1925 has already been examined. 
We have seen how the proportion of mortgage assets to 
total assets has tended to rise in recent years, and how the 
volume of repayments on outstanding mortgages now 
finances an increased proportion of new advances with each 
Succeeding year. Calerseneeaiy, it is impossible to sub- 
divide new advances into more than two categories—those 
over £1,000 and those below £1,000. This year we 
have analysed the new mortgage advances (totalling 
£115,923,300 for the 108 societies) into these two classes. 

dvances up to £1,000. totalled £86,798,000, and thus 
accounted for almost 75 per cent. of the year’s business. 

average value of the new advances in this category 

was £478, while the average value for the 10,424 advances 

exceeding £1,000, which totalled £29,125,300, was £2,795. 

Thus mortgage advances are heavily weighted in favour of 
2 e oo li 


Owner-occupier” business in house cate- 
gories, as the following table shows : — 
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For a more detailed. analysis of mortgage policy, it is 
Possible only to use the figures relating to outstanding 


mortgage balances, which are divided into five categories 
in building society balance sheets. In the first table these 
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figures are expressed as a percentage of total mortgage 
assets for each class: — 


PERCENTAGE DISTRIBUTION OF MORTGAGE ASSETS 
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Changes in the constituent items below £5,000, of course, 
partly reflect the shift of individual mortgages into the 
lower classifications as the outstanding balance is reduced 
by repayment. But the concentration of the societies’ 
business upon moderate-sized house property is plainly 
marked. The outstanding mortgage assets on which current 
balances are below £1,000 account for 84.6 per cent. of 
the total mortgage assets recorded last year. The move- 
ment can fairly claim that a substantial element of 
diversification of risk has been achieved for the protection 
of building society investors. 

It will be noticed, however, that mortgages over £5,000 
show a rise, as a proportion of total assets, for the fifth 
successive year. This increase raises some interesting ques- 
tions of policy, on which some societies probably hold 
divergent views. Some of the larger societies have tended 
to develop a general mortgage business as an ancillary to 
owner-occupier mortgages, which are the commonly recog- 
nised building society terrain. Large mortgage business, if 
it is to be transacted at all, is best left to the larger socie- 
ties, who can handle it without impairing the diversification 
of their mortgage assets, and have the expert staffs to 
assess the commercial risks involved. Since the protection 
of the personal covenant, which is so important in owner- 
occupier mortgages, is not present in the same form for 
the majority of larger mortgages on commercial buildings, 
flat property and the like, this valuation point is of great 
importance. 

In order to throw additional light on lending policy 
in respect of large mortgages, we have this year extracted 
particulars of the original valuation and amounts advanced 
on mortgages whose outstanding balance still exceeds 
£5,000, which are set out in the summary table on page 
11. For the 2,347 properties concerned, the original 
valuation was £52,984,200, equivalent to £22,600. The 
amount advanced was {37,266,100, an average of approxi- 
mately £15,900, or 70.4 per cent. of the valuation. This 
percentage shows that the societies transacting large-scale 
business apply a more cautious discount to appraisal values 
before making their advances than would normally apply 
to house property, on which the basic advance is usually 
75 per cent. of valuation. But this proportion of 70.4 per 
ey - = a —. of ” two-thirds limit which is 

id down by rustee Acts for mortgages arranged 
on the sale of trust lands. 
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In the next table the average balance outstang; 
mortgage in the five different categories is set — 


AVERAGE VALUE OF MOoRrTGAGEs 
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This table requires rather careful interpretation, owing 
to the changing constituents in each group. We know, 
however, that the total amount of new mortgage business 
in recent years shows only a modest reduction from the 
peak of 1936, and if the composition of recent new mort- 
gages among the different groups has remained relatively 
constant, the distorting effects occasioned by the transfer 
of mortgages into successively lower categories should be 
relatively small over a short period. That presumption, at 
least, seems to be confirmed by the great steadiness in the 
average values of outstanding mortgages during the past 
three years in the three lower categories. It is noticeable, 
however, that as the categories become higher the average 
balance tends to increase, and in the largest category it has 
increased fairly rapidly. Thus, although the societies’ bulk 
business remains unchanged, in the smaller owner-occupier 
classes, large mortgage business is being developed on a 
significant, though not relatively substantial, scale. 

This development clearly has considerable significance 
in the circumstances of to-day, when it would be idle to 
look for the maintenance of owner-occupied mortgage busi- 
ness on the record scale of recent years. The societies are 
not, of course, dependent exclusively upon the level of the 
new house building. Changes in ownership from older to 
newer properties, and dealings in the substantial volume 
of pre-war houses, are important sources of new mortgage 
advance business. Moreover, there is some prospect of an 
increase in investment demand for new houses which are 
leased to tenants, at least in selected areas. Some general 
problems affecting the future character of the demand for 
housing are discussed in an earlier article, and in the long 
run it can hardly be doubted that further progress in hous- 
ing standards will provide new business for the movement. 
At this juncture, however, it is only reasonable to antici- 
pate some decline from the high levels of recent years. 
House-building plans approved in 1938 showed a reduc- 


.tion from £67,636,000 to £60,004,000—equivalent to 11.3 


per cent.—and movements in plans approved have usually 
been fairly closely correlated with the advance business of 
the following year. That relation, it is true, did not hold 
good of 1938, and the explanation may possibly be that 
the societies obtained a rather larger proportion of a smaller 
volume of house mortgage business actually available. 
Whether these conditions will hold good during the current 
year has yet to be seen. 
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The Investor’s primary concern is, of course, the safety of his 
capital, and it can definitely be said that there has been no 


depreciation during the Society’s 54 years’ existence. In 
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SAVINGS exceptional opportunity ene 
on Investing Shares of the Leek & Moorlands Building 
areas Society. Their six million pounds of assets are 
represented by no less than fourteen thousand 
separate properties. These are not situated in a few 
congested areas, but are dotted about the whole of 
England, i in rura. and semi-rural districts. 

Interest is 33% free of Income Tax. 

A comparison of the Leek & Moorlands Balance 
Sheet emphasizes the strong position of this eighty 
year old Society. It shows a Reserve Fund of 
£360,000—larger in proportion to the Society’s 
liabilities than that of almost any Building Society 
in the Country. Management expenses are extremely 
low. Only sound properties are accepted, advances 
being mainly to owner occupiers of private residen- 

tial properties not under Builders’ Pool Schemes. 
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OUNDED in 1864 the Society marks this 
year three-quarters of a century in the service 
of thrift and home ownership. 


From humble beginnings the Society . has 
steadily progressed until it is now one of the 
leading societies in the country, with assets 
totalling over £14,000,000. 


Controlled development and conservative 
methods of finance have given the Society a 
stability ensuring the thousands of its members 
and depositors a safe home with profitable return 
for their savings. 
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